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1 An Act relating to business entities, based on revisions related
2 to the lowa business corporation Act, including addition of a
3 savin%§ clause and addition of provisions related to director
4 and officer liability, duty, and indemnification for certain
5 insurance companies and indemnification for cooperative

6 associations.

7 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:
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1 Section 1. Section 490.1701, Code 2003, is amended by
2 adding the following new unnumbered paragraph:
3 NEW UNNUMBERED PARAGRAPH. A corporation organized under
4 chapter 496C may voluntarily elect to adopt the provisions of
5 this chapter by complying with the provisions prescribed by
6 subsection 3.
7 Sec. 2. Section 490.1701, subsection 3, paragraph b, Code
8 2003, is amended to read as follows:
9 b. The instrument shall be delivered to the secretary of
1 10 state for filing and recording in the secretary of state"s
1 11 offices—and. IT the corporation was organized under chapter
112 176, 524, or 533, the instrument shall also be filed an
1 13 recorded in the office of the county recorder. The
1 14 corporation shall at the time it files the iInstrument with the
1 15 secretary of state deliver also to the secretary of state for
1 16 filing in the secretary of state"s office any biennial report
1 17 which is then due.
118 IT the county of the initial registered office as stated in
1 19 the instrument for a corporation or%anized under chapter 176,
1 20 524, or 533 is one which is other than the county where the
1 21 principal place of business of the corporation, as desighated
1 22 in its articles of incorporation, was located, the corporation
1 23 shall forward to the county recorder of the county in which
1 24 the principal place of business of the corporation was located
1 25 a copy of the instrument and the corporation shall forward to
1 26 the recorder of the county in which the initial registered
1 27 office of the corporation is located, in addition to a copy of
1 28 the original instrument, a copy of the articles of
1 29 incorporation of the corporation together with all amendments
1 30 to them as then on file in the secretary of state"s office.
1 31 The corporation shall, through an officer or director, certify
1 32 to the secretary of state that a copy has been sent to each
% gz applicable county recorder, including the date each copy was
sent.
1 35 Sec. 3. Section 490.1703, subsection 1, Code 2003, is
2 1 amended to read as follows:
2 2 1. Except as provided in subsection 2, the repeal of a
2 3 statute by 1989 lowa Acts, chapter 288, and the amendment or
2 4 repeal of a statute by 2002 lowa Acts, chapter 1154, does not
5 affect:
6 a. The operation of the statute or any action taken under
7 it before i1ts amendment or repeal.
8 b. Any ratification, right, remedy, privilege, obligation,
9 or liability acquired, accrued, or incurred under the statute
10 before its amendment or repeal.
11 c._ Any violation of the statute, or any penalty,
12 forfeiture, or punishment incurred because of the violation,
13 before its amendment or repeal.
14 d. Any proceeding, reorganization, or dissolution
15 commenced under the statute before its amendment or repeal,
16 and the proceeding, reorganization, or dissolution may be
17 completed in accordance with the statute as if 1t had not been
18 amended or repealed.
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19 Sec. 4. Section 491.5, subsection 8, Code 2003, is amended
20 by striking the subsection and inserting in lieu thereof the
21 following:
22 8. Any provision eliminating or limiting the personal
23 liability of a director to the corporation or its shareholders
24 or members for money damages as provided in section 490.202,
25 subsection 2, paragraph ''d", except that section 490.202,
26 subsection 2, paragraph "d", subparagraph (3), shall have no
27 application.
28 Sec. 5. Section 491.5, Code 2003, is amended by adding the
29 following new subsection:
30 NEW SUBSECTION. 9. Any provision permitting or making
31 obligatory indemnification of a director as provided in
section 490.202, subsection 2, paragraph e, except that
33 section 490.202, subsection 2, paragraph 'e', subparagraph
34 (3), shall have no application.
35 Sec. 6. NEW SECTION. 491.16A DIRECTORS AND OFFICERS ==
DUTIES AND LIABILITIES.

Sections 490.830 through 490.842 apply to corporations
organized under or subject to this chapter.

Sec. 7. Section 496C.14, unnumbered paragraph 7, Code
2003, is amended to read as follows:

Notwithstanding the foregoing provisions of this section,
purchase by the corporation is not required upon the
occurrence of any event other than death of a shareholder if

the corporation iIs dissolved or voluntarily elects to adopt

10 the provisions of the lowa business corporation Act, as

3 11 provided in section 490.1701, subsection 2, within sixty days
3 12 after the occurrence of the event. The articles of

3 13 incorporation or bylaws may provide that purchase is not

3 14 required upon the death of a shareholder if the corporation is
3 15 dissolved within sixty days after the death. Notwithstanding

3 16 the foregoing provisions of this section. purchase by the

3 17 corporation iIs not required upon the death of a shareholder,

3 18 if the corporation voluntarily elects to adopt the provisions

3 19 of the lowa business corporation Act, as provided in section

3 20 490.1701, subsection 2, within sixty days after death.

3 21 Sec. 8. Section 496C.16, Code 2003, is amended to read as
3 22 follows:

3 23 496C.16 MANAGEMENT.

3 24 All directors of a professional corporation and all

3 25 officers of a professional corporation except assistant

3 26 officers, shall at all times be individuals who are licensed

3 27 to practice in this state a profession which the corporation

3 28 is authorized to practice. i i
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- However, upon the occurrence of any
4 event that requires the corporation either to be dissolved or
5 to elect to agopt the provisions of the lowa business
1 corporation Act, as provided in section 496C.19, provided the

2 corporation ceases to _practice the profession that the i
3 corporation is _authorized to practice, as provided in section

4 496C.19, then individuals who are not licensed to practice in

5 this state a profession that the corporation is authorized to
6 practice may be appointed as officers and directors for the

7 sole purpose of carrying out the dissolution of the

8 corporation or, if applicable, the voluntary election of the

9 corporation to adopt the provisions of the lowa business

10 corporation Act, as provided in section 496C.19.
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11 Sec. 9. Section 496C.19, Code 2003, is amended to read as
12 follows:

13 496C.19 DISSOLUTION OR LIQUIDATION.

14 Violation of any provision of this chapter by a

15 professional corporation or any of its shareholders,

16 directors, or officers shall be cause for its involuntary

17 dissolution, or liquidation of its assets and business by the
18 district court, as provided in the lowa business corporation
19 Act, chapter 490. Upon the death of the last remaining

20 shareholder of a professional corporation, or whenever the

21 last remaining shareholder is not licensed or ceases to be

22 licensed_to practice in this state_a profession which the

23 corporation Is authorized to practice, or whenever any person
24 other than the shareholder of record becomes entitled to have
25 all shares of the last remaining shareholder of the

26 corporation transferred into that person®s name or to exercise
27 voting rights, except as a proxy, with respect to such shares,
28 the corporation shall not practice any profession and it shall

29 either be promptly dissolved or shall promptly elect to adopt
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4 30 the provisions of the lowa business corporation Act, as
4 31 provided in section 490.1701, subsection 2. However, if prior
32 to such dissolution all outstanding shares of the corporation

33 are acquired by one or more ﬁersons licensed to practice in
34 this state a profession which the corporation is authorized to
35 practice, the corporation need not be dissolved and may
practice the profession as provided in this chapter.

Sec. 10. Section 497.33, Code 2003, is amended to read as
follows:

497.33 PERSONAL LIABILITY.

Except as otherwise provided in this chapter, a director,
officer, employee, or member of the corporation is not liable
on the corporation®s debts or obligations and a director,
officer, member, or other volunteer is not personally liable
in that capacity, for a claim based upon issi

. S 0 any action taken, or any failure to take
11 action in the discharge of the person®s duties, except for &
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the amount of a

—513emissions—hotin—good—Farth—or—which—invelve
5 14 financial benefit received by the person to which the person
5 15 is not entitled, an intentional infliction of harm on the

5 16 association or_its members. or an intentional miseenduet—or
RO _violation of #he criminal laws—er—Ffer—a—transaction

16 Seé. 11. Seétioﬁ 458.35, Céde 2603, is ameadéd io read as

5

5 20 follows:

521 498.35 PERSONAL LIABILITY.

5 22 Except as otherwise provided in this chapter, a director,

5 23 officer, employee, or member of the association is not liable
5 24 on the association®s debts or obligations and a director,

5 25 officer, member, or other volunteer is not personally liable

5 26 in that capacity, for a claim based upon iSsi

——5—2¥—the—pereﬁ—ﬁeFfeFmed any action taken, or any failure to take
5 28 action in the discharge of the person™s duties, except for &
—529-breach—of—the—duty—ofFtoyalty—to—the—assectations—For—acts—or
issi i i i the amount of a
5 31 financial benefit received by the person to which the person
5 32 is not entitled, an intentional infliction of harm on the

5 33 association or its members, or an intentional miscenduct—or
4—knewing violation of #he criminal laws—er—Ffor—a—transaction

f I?ec. 12. Section 499.59, Code 2003, is amended to read as
ollows:

499.59 PERSONAL LIABILITY.

Except as otherwise provided in this chapter, a director,
officer, employee, or member of the association is not liable
on the association"s debts or obligations, and a director,
officer, member, or other volunteer is not personally liable
in that capacity, for a claim based upon issi

- S 0 any action taken, or any failure to take
action in the discharge of the person®s duties, except for a
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the amount of a

—612omissions—hotin—good—Farth—or—which—invelve
6 13 financial benefit received by the person to which the person
6 14 is not entitled, an intentional infliction of harm on the

6 15 association or its members, or an intentional miseonduct—or
6—know aws—er—Fer—a—transaction

18 Sec. 13. Section 501.407, Code 2003, is amended to read as

19 follows:

20 501.407 PERSONAL LIABILITY == INDEMNIFICATION.

21 1. The articles ma¥ contain a provision eliminating or
limiting the personal liability of a director, officer, or

23 interest holder of the cooperative for meretary money damages

24 for breach—of—a—Fiductary—duty any action taken. or any
25 failure to take action as a director, officer, or_interest
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26 holder,
—6—27—himit except liability for any of the followin
6 28 - a.
i i An intentional infliction of harm on
6 30 the cooperative or its members.
6 31 2- b issi i i
i i i i i A violation of
33 criminal law.
34 3— c. A—transaction—Fromwhich—the—director—ofFFicer—or

—6—35—interestholderderives—an—improperpersenal—benefit The

1 amount of a financial benefit received by the person to which
2 the person is not entitled.
3 4- d. An act or omission occurring prior to the date when
4 the provision in the articles becomes effective.

5 2. The articles may contain a provision permitting or
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as _defined 1n section 501.411, to any person for any action

taken, or any failure to take any action, as a director,

except liability for any of the Following:

a. Receipt of a financial benefit to which the person is

not entitled.
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24

An _intentional infliction of harm on the corporation or

b.
its shareholders.

c. An intentional violation of criminal law.

Sec. 14. Section 501.411, Code 2003, is amended to read as
follows:

501.411 DEFINITIONS.

As used in this part, unless the context otherwise
requires:

1. "Cooperative” includes any domestic or foreign
predecessor entity of a cooperative

2. "Director”™ or "officer” means an individual who_ is or

7 25 was _a director or officer. respectively, of a cooperative e¥

27
28
29
30
31
32
33
34
35

who, while a director or officer of & the
cooperative, is or was serving at the cooperative"s request as
a director, officer, partner, trustee, employee, or agent of
another Fforetgn—or domestic or foreign cooperative,
corporation, partnership, joint venture, trust, employee
benefit plan, or other enterprise entity. A director or
officer is considered to be serving an employee benefit plan
at the cooperative®s request if the director™s or officer’s
duties to the cooperative also impose duties on, or otherwise
involve services by, that director or officer to the plan or
to participants in or beneficiaries of the plan. "Director"
or "officer” includes, unless the context requires otherwise,
t?g_estate or personal representative of a director or
officer.

3. "Disinterested director" means a director who at the
time of a vote referred to in section 501.414. subsection 3
or a vote or selection referred to in section 501.416
subsection 2 or 3. is not either of the following:

OIONE OB WN -

10
11

a. A party to the proceeding. . .
b. An individual having a familial, financial. _
professional, or employment relationship with the director

12

whose indemnification or advance for expenses is the subject

13
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14

of the decision being made, which relationship would in the
circumstances, reasonably be expected to exert an influence on

8 15 the director®s judgment when voting on the decision being
16 made.

17
18
19
20
21
22
23
24
25

3— 4. "Expenses" includes counsel fees.

4- 5. "Liability" means the obligation to pay a judgment,
settlement, penalty, fine, including an excise tax assessed
with respect to an emﬁloyee benefit plan, or reasonable
expenses incurred with respect to a proceeding.

5- 6. "Official capacity” means:

a. When used with respect to a director, the office of
director in a cooperative.

b. When used with respect to an i
officer, as contemplated in section 501.417, the
ffice in a cooperative held by the officer

"Official capacity” does_not include_service for any other
Fforedgn—or domestic or foreign cooperative or any corporation,
partnership, joint venture, trust, employee benefit plan, or
other enterprise entity.

6= 7. "Party" ineludes means an individual who was, is, or
is threatened to be made a named defendant or respondent in a
proceeding.

+= 8. "Proceeding” means any threatened, pending, or
completed action, suilt, or proceeding, whether civil,
criminal, administrative, or investigative and whether formal
or informal.

Sec. 15. Section 501.412, Code 2003, is amended to read as
follows:

501.412 AUFHORIFY—Fo—INDEMNH-Y PERMISSIBLE
INDEMNIFICATION .
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1. a. Except as otherwise provided in subseetion—4 this
section, a cooperative may indemnify an individual made who is
a party to a proceedln? because the individual is er—was a
director against liability incurred in the proceeding if aH
either of the following apply applies in full:

a- (1 The individual acted in good faith.

b The individual reasonably believed e#ther all of



9 17 the following:
9 18 ) (a) In_the case of conduct in the individual®
9 19 official capaC|t¥ w+th—the—eeeperat+ve, that the |nd|V|duaI'
9 20 conduct was in e cooperative~s best interests of the
9 21 cooperative.
22 & (b In all other cases, that the individual®s conduct
23 was at lfeast not opposed to the coeperative™s best interests
of the cooperative.
25 e~ (c In the case of any criminal proceeding, the
26 individual had no reasonable cause to believe the individual~s
27 conduct was unlawful.
28 b. The individual engaged in conduct for which broader
29 indemnification has been made permissible or obligatory under
30 a provision of the articles of organization as authorized by
9 31 section 501.407, subsection 2.
9 32 2. A director”s conduct with_respect to an employee
9 33 benefit plan for a purpose the director reasonably believed to
9 34 be in the interests of the participants in and _beneficiaries
9 35 of the plan is conduct that satisfies the requirement of
10 1 subsection paragraph *b* "a", subparagraph (2).
10 2 subparagraph “subdivision ).
10 3 3. The termination of a proceeding by judgment, order,
10 4 settlement, conviction, or upon a plea of nolo contendere or
10 5 its equlvalent is not, of itself, determinative that the
10 6 director did not meet the relevant standard of conduct
10 7 described in this section.

10 8 4. A Unless ordered by a court pursuant to section

10 9 501.415, subsection 1. paragraph "¢ "1 cooperative shall not
10 10 indemnify a director under—this—seetion in either of the

10 11 following circumstances:
10 12 a. In connection with a proceeding by or in the rlght of

10 13 the cooperative,

—16—14—the—ecooperative except for reasonable expenses incurred
10 15 connection with the proceeding if it is determined that the
10 16 director has met the relevant standard of conduct under

10 17 subsection 1., paragraph '
10 18 = b. In connection Wlth any ether proceeding eharging

i i with
10 21 respect to _conduct for which the director was adju ed liable
10 22 on the basis that persenal the director received a fTinancial
10 23 benefit was—tmproperby—recetved—by—the—direeter 1o which the
10 24 director was not entitled, whether or not involving action in

10 25 the director"s official capacity.
10 26 i i §
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10 30 Sec. 16. Section 501.413, Code 2003, is amended to read as

10 31 follows:

%8 g% 501.413 MANDATORY INDEMNIFICATION.
brtess—Htrted—bytHts—artictes—oFassoctations—a A

10 34 cooperative shall |ndemn|gy a director whe against reasonable

10 35 expenses incurred by the rector in connection with

11 1 proceeding in which the director was wholly successful on the

11 2 merits or otherwise, in the defense of _any proceeding to which

11 3 the director was a party because the director is or was a

11 4 director of the cooperative

11 6 Sec. 17. Section 501.414, Code 2003, is amended to read as
11 7 follows:
11 8 501.414 ADVANCE FOR EXPENSES.

11 9 1. A cooperative may., before final disposition of a

11 10 proceeding., advance funds to pay for or reimburse the
reasonable expenses incurred by a director who is a party to a

11 12 roceedin

11 13 because the person is a director if any—oFf the person delivers
11 14 all of the followung appHes to the cooperative:

11 15 Fhe—directer furnishes—the eoeperativea A written

11 16 afflrmatlon of the director"s good faith belief that either

11 17 the director has met the relevant standard of conduct

11 18 described in section 501.412 or that the proceeding involves

11 19 conduct for which liability has been eliminated under a

11 20 provision of the articles of organization as authorized by
11 21 section 501. 407 subsectlon 1.

11 22 b. The €
11 23 written undertakln
—41+24 behalfs

to repay any funds advanced |f the

11 25 director is not entitled to mandatory indemnification under
11 26 section 501.413 and it is ultimately determined that the

11 27 director é#d—nret—meet—the has not met the relevant standard of

a dlrector s




%% %g conduct described in section 501.412. )

e—A—determination—is—made—pursuant—to—seetion—501+-416

—11-30—that—the—Ffacts—then—known—to—these—making—the—determination

11 32 2. The undertaking required by subsection 1, ﬁaragraph

11 33 "b™, must be an unlimited general obligation of the director

11 34 but need not be secured and may be accepted without reference

1% 35 to ghe financial ability of the director to make repayment.

1 1 Beterminations—and—avthorizations—of payments

12 2 Authorizations under this section shall be made #r—the—anner

- - according to either of the

12 following:
12 a. By the board of directors, according to one of the

(1) TWO OR MORE DISINTERESTED DIRECTORS. By a majority
vote of all the disinterested directors. a majority of whom
shal or such purpose constitute a guorum, or by a majority
12 10 of the members of a committee of two or more disinterested
12 11 directors appointed by such a vote.

12 12 (2) FEWER THAN TWO DISINTERESTED DIRECTORS. 1If a guorum
12 13 is present when the vote is taken, bv the affirmative vote of

4
5

12 6 following:
7
8
9

12 14 a majority of the directors present, unless the articles or
12 15 bylaws require the vote of a greater number of directors, in

12 16 which authorization directors who do not quali as

12 17 disinterested directors may participate.

12 18 b. By the members. but voting interests owned by or voted
12 19 under the control of a director who at the time does not

12 20 quali as a disinterested director shall not be voted on the

12 21 authorization.

12 22 Sec. 18. Section 501.415, Code 2003, is amended to read as
12 23 follows:

1% %4 501.415 COURT=ORDERED INDEMNIFICATION.

1 5 1 Hﬁ+ess—a—eeepeFat+veis—aFtie+es—ef—asseeiatieﬁ—ﬁ¥evide

—A226—etherwises—a A director ef—the—eoeoperative who is a party to a
12 27 proceedlng because the person is a director may apply fe¥
—228—ndemrifieation to the court conducting the proceeding or to
12 29 another court of competent jurisdiction for indemnification or
12 30 an advance for expenses. ©#r After receipt of an application,
12 31 the—eeurt and after giving any notice the court considers
12 32 necessary may—order, the court shall proceed according to the

12 33 following:
12 34 a. Order |ndemn|f|cat|on if +€ the court determines either

that the
13 1 1— Fhe director is entitled to mandatory indemnification
13 2 under section 501.413s—i—which—ease—the—eourt—shalH—alse

13 12 b. Order indemnification or advance for expenses if the
13 13 court determines that the director is entitled to

13 14 indemnification or advance for expenses pursuant to a

13 15 provision authorized by section 501.419, subsection 1.

13 16 c. Order indemnification or advance for expenses if the
13 17 court determines. in view of all the relevant circumstances

13 18 that it is fair and reasonable to do one of the following:
13 19 1 To indemni the director.

13 20 To advance expenses to the director, even the

13 21 director has not met the relevant standard of conduct set

13 22 forth in section 501.412, subsection 1, failed to comply with
13 23 section 501.414., or was adjudged liable in a proceeding

13 24 referred to in subsection 501.412, subsection 4, paragraph "a"

13 25 or "b", but if the director was adjudged so liable the
13 26 director®s indemnification shall be limited to reasonable
13 27 expenses incurred in connection with the proceedin

13 28 2. |If the court determines that the director |s-ent|tled

13 29 to indemnification under subsection 1, paragraph ® . or to
13 30 indemnification or advance for expenses under subsectlon 1,

13 31 paragraph "b", the court shall also order the cooperative to
13 32 pay the director"s reasonable expenses incurred in connection

13 33 with obtaining court=ordered indemnification or advance for

13 34 expenses. 1If the court determines that the director is

13 35 entitled to indemnification or advance for expenses under

14 1 subsection 1, paragraph ''c’, the court may also order the

14 2 cooperative to pay the director®s reasonable expenses to

14 3 obtain court=ordered indemnification or advance for expenses.




14 4 Sec. 19. Section 501.416, Code 2003, is amended to read as
14 5 follows:

14 6 501.416 DETERMINATION AND AUTHORIZATION OF

14 7 INDEMNIFICATION.

14 8 1. A cooperative shall not indemnify a director under

section 501.412 unless authorized #n—the for a specific ease

14 10 proceeding after a determination has been made that

14 11 indemnification of the director is permissible #—the
because the director has met the relevant

14 13 standard of conduct set forth in section 501.412.

14 14 2. The determination shall be made by any one of the

14 15 following:

14 16 a. By —the board—of-directors—by majority—vote—ofa—guorum

—&4—&8—E¥eeeediﬁg If there are two or more disinterested directors,
14 19 by the board of directors by a majority vote of all the
14 20 disinterested directors. a majority of whom shall for such
14 21 purpose constitute a quorum, or by a majority of the members
14 22 of a committee of two or more disinterested directors

14 23 appounted by such a vote
14 24 . o ARO

14 29 €= b. By special legal counsel.
14 30 (1) The special legal counsel shall be selected by—the
431 board—ofdirectors—or—tts—committee

14 32 descrlbed |n paragraph "a" er—b*-.
14 33 ) T a—guorum—of—the—beard—of there are fewer than two
14 34 dlSlnterested directors i

in the manner

ﬁe0|al Iegal counsel shall be selected by majerity—vote—-of
e fuH- board of directors, in which selection directors who

1
2
15 3 are—parties do not quali as disinterested directors may
15 4 participate.
15 5 d- c. By the members, but voting interests owned by or
15 6 voted under the control of eHreetors a director who are at the
15 7 time does not quali as a
15 8 disinterested director shall not be voted on the
15 9 determination.

15 10 3. Authorization of indemnification ant—evaldation—as—te
shall be made in the same manner as
15 12 the determination that indemnification is permissible, except
15 13 that if there are fewer than two disinterested directors or if
15 14 the determination_is made_ by special legal counsel,
15 15 authorization of indemnification
shall be made by those entitled
15 17 under subsection 2, paragraph “e* "b", to select special legal
15 18 counsel.
15 19 Sec. 20. Section 501.417, Code 2003, is amended to read as
15 20 follows:
15 21 501.417 INDEMNIFICATION OF OFFICERS+—EMPLEOYEES.—AND

—3522-AGENTS.
15 23 Unless—a——cooperative s—articles of associationprovide
15 25 +—An—offFicer—of—the—cooperative—who—isnot—a—eirector—is

15 31 under this part to an officers—empleyees;—or—agent of the

15 32 cooperative who is net—a—direeteor—to a party to the proceeding

15 33 because the person is an officer, according to both of the
15 34 following:

15 35 a. To the same extent as to a_director.
16 1 3- b. z A

—&6——2—expeHses—te—aﬁ—eff+eeF——emﬁ+eyee——eF—ageﬂt—whe—+s—ﬁet—a
—+6—3—director—to—the—extent——eonststent—with—taw—that 1T the person
16 4 |s an officer but not a director, to such further extent as

16 5 ¥ be provided by +ts the articles of association, the
16 6 aw Fic—action a resolution of #€s the
16 7 board of directors, or contract., except for either of the

16 8 following:
16 9 (@D Llabilit in connection with a proceeding by or in the

16 10 right of the cooperative other than for reasonable expenses
16 11 |ncurrec n_connection with the proceeding.

16 12 (2) Liability arising out of conduct that constitutes any
16 13 of the following:
16 14 a Receipt by the officer of a financial benefit to which

15 30 2- 1. The A cooperative may indemnify and advance expenses




16 15 the officer is not entitled.

16 16 (b An_intentional infliction of harm on the cooperative
16 17 or the interest holders.
16 18 (o} An_intentional violation of criminal law

16 19 2. The provisions of subsection 1, paragraph-"b", shall
16 20 apply to an officer who is also a director 1f the basis on

16 21 which the officer is made a party to a proceeding is an act or
16 22 omussuon sole vy as an officer.
16 23 3. officer of a cooperative who is not a director is

16 24 enti tled to mandatory indemnification under section 501.413,
16 25 and may apply to a court under section 501.415 for

16 26 indemnification or an _advance for expenses., in _each case to
16 27 the same extent to which a director may be entitled to

16 28 indemnification or an advance for expenses under those

16 29 provisions.
16 30 Sec. 21. Section 501.418, Code 2003, is amended to read as

16 31 follows:

16 32 501.418 INSURANCE.

16 33 A cooperative may purchase and maintain insurance on behalf
16 34 of an individual who is er—was a directors or officers

—&6—85—emp+eyee——eF—a%eﬁ% of the cooperative, or who, while a
17 1 directors or o f|cer——emﬁ+eyee——ef—ageﬁt of the cooperatives
reguestoF—the—cooperative

—&?——2—+s—eF—was—seFv+ﬁg serves at the
17 3 cooperative®s request as a director, officer, partner,
17 4 trustee, employee, or agent of another feFe+gH—eF domestic or
17 5 foreign cooperative, corporation, partnership, joint venture,
17 6 trust, employee benefit plan, or other enterprise entity,
17 7 agalnst liability asserted against or incurred by that
17 8 individual in that capacity or arising from the individual®s
17 9 status as a directors or officer, > whether
17 10 or not the cooperative would have power to indemnify or
17 11 advance expenses to that individual against the same liability
17 12 under seetion—561-412—o+r—561-413 this part.
17 13 Sec. 22. Section 501.419, Code 2003, is amended to read as
17 14 follows:
17 15 501.419 VARIATION BY CORPORATE ACTION -- APPLICATION OF
17 16 THIS PART.

17 35 1. A cooperatlve may, by a prOV|S|on in its articles of
18 1 organization or bylaws or in a resolution adopted or a
18 2 contract approved by its board of directors or_members,

18 3 obligate |tself in advance of the act or omission giving rise
18 4 to a proceedi to provide indemnification in accordance with

18 5 section 501. 41 or advance funds to pay for or reimburse

18 6 expenses in accordance with section 501.414. Any such
18 7 obligator rovision shall be deemed to satis the

18 8 requirements for authorization referred to in _section 501.414,
18 9 subsection 3., and in section 501.416, subsection 3. Any such

18 10 provision that obligates the cooperative to provide
18 11 indemnification to the fullest extent permitted by law shall

18 12 be deemed to obligate the cooperative to advance funds to pay
18 13 for or reimburse expenses in accordance with section 501.414
18 14 to the fullest extent permitted by law, unless the provision
18 15 specifically provides otherwise.

18 16 2. Any provision pursuant to subsection 1 shall not

18 17 obligate the cooperative to indemni or advance expenses to a

18 18 director of a predecessor of the cooperative, pertaining to
18 19 conduct with respect to the predecessor, unless otherwise

18 20 soecuflca ly provided. Any provision for indemnification or
18 21 advance for expenses in the articles of organization, bylaws,
18 22 or a resolution of the board of directors or members of a

18 23 predecessor of the Cooperatlve in a merger or in a contract to

18 24 which the predecessor is a part existing at the time the
18 25 merger takes effect, shall B governed by section 501.618,




18 26 subsection 3.

18 27 3. A cooperative may., by a provision in its_articles of

18 28 organization. limit any of the rights to indemnification or
18 29 advance for expenses created by or pursuant to this part.

18 30 4. This part does not limit a cooperative’s power to pay
18 31 or reimburse expenses incurred by a director or an officer in
18 32 connection with the director"s or officer"s appearance as a

18 33 witness in a proceeding at a time when the director or officer

18 34 is not a party. o ]
18 35 5. This part does not limit a cooperative"s power to

19 1 indemni advance expenses to, or provide or maintain
19 2 insurance on behalf of an employee or agent.

19 3 Sec. 23. NEW SECTION. 501.420 EXCLUSIVITY.

19 4 A cooperative may provide indemnification or advance

19 5 expenses to a director or an officer only as permitted by this
19 6 chapter.

19 7 EXPLANATION

19 8 This bill applies changes made_during the 2002 Legislative
19 9 Session to provisions regarding director and officer duties,

19 10 liability, and indemnification in Code chapter 490 to similar
19 11 provisions in Code chapter 491, which is the older corporation
19 12 law in lowa under which lowa mutual insurance companies and

19 13 mutual insurance holding companies are organized; Code chapter
19 14 496C, regarding professional corporations; Code chapters 497,
19 15 498, 499, and 501, regarding various types of cooperative

19 16 associations. The bill also makes related additional changes
19 17 to Code chapter 490, as well as amending the savings provision
19 18 in Code section 490.1703 with regard to the passage of the

19 19 2002 amendments to the lowa business corporation Act.

19 20 LSB 1407SC 80
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